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THURSDAY, MARCH 23, 1955 


Untrep Srares Senate, 
SUBCOMMITTEE ON ALLOCATION oF REA Funps, 
OF THE COMMITTEE ON AGRICULTURE AND ForgstTRY, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 324, 
Senate Office Building, Senator Hubert H. Humphrey presiding. 

Present: Senators Humphrey and Scott. 

Senator Humpnrey. The hearing will come to order. We will 
proceed with the hearing. We will start out with consideration of 
S. 153, a bill introduced by Senator Thye for himself, Senator Aiken, 
and Senator Young, to amend the REA Act of 1936. 

We have a report from the Department of Agriculture relating to 
this bill, which is a letter addressed to Senator Ellender, dated Febru- 
ary 3, 1955. We will ask that that be incorporated in the record, 
together with S. 153. 

Also, there is a letter addressed to Senator Ellender of March 2, 
1955, from Mr. Ellis of the National Ruraul Electric Cooperative 
ene es We will also have that incorporated at this point in the 
record. 

We also have a statement by James G. Patton, president of the 
National Farmers Union, in support of S. 153. That will be incorpo- 
rated in the record at this point. 

(The documents referred to above are as follows:) 


[S. 158, 84th Cong., Ist sess.] 
A BILL To amend the Rural Electrification Act of 1936 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) section 3 of the Rural Electrification Act 
of 1936, as amended (7 U. S. C. 903), is amended by striking out subsections (c), 
(d), and (e) and inserting in lieu thereof the following: 

“(e) If any part of the annual sums made available for the purposes of this Act 
are not loaned or obligated during the fiscal year for which they are made available, 
such unexpended or unobligated sums shall be available for loans by the Adminis- 
trator in the following year or years.” 

(b) Subsection (f) of section 3 of such Act is redesignated as subsection (d). 

Src. 2. Section 4 of the Rural Electrification Act of 1936, as amended (7 
U. 8S. C. 904), is amended by striking out ‘‘the provisions of sections 3 (d) and 3 (e) 
but without regard to the 10 per centum limitation therein contained’’, and in- 
serting in lieu thereof ‘‘section 3”’. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 3, 1955. 
Hon, ALLEN J. ELLENDER, 
Chairman, Senate Committee on Agriculture and Forestry, 
United States Senate. 

Dear Senator ELLeNDeER: This is in reply to your request of January 12, 1955, 
for a report on 8. 153, a bill to amend the Rural Electrification Act of 1936. The 
bill eliminates provisions governing the allotment of electrification loan funds 
among the several States. 
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We favor enactment of the bill and urge its consideration at the earliest pos- 
sible date. The 1956 budget recommends a $35 million reserve authorization for 
rural electrification loans which would be available ‘‘only if the provisions in 

effect January 1, 1955, of the allotment formulas set forth in paragraphs (c) and 
(a) of section 3 of said (Rural Electrification) Act are not repealed by a law en- 
acted by the first session, Eighty-fourth Congress.” Enactment of 8. 153 prior 
to consideration of and action upon.the Department of Agriculture appropriation 
bill for fiscal 1956 would eliminate the need for inclusion of the $35 million re- 
serve loan authorization conditionally recommended in the budget. 

Subsections (c), (d), and (e) of section 3 of the Rural Electrification Act as en- 
acted and now in foree prescribe a formula for the allotment of electrification 
loan funds. Fifty percent of the annual amount made available by the Congress 
must be allotted for loans in the several States in the proportion which the num- 
ber of their unelectrified farms bears to the total number of unelectrified farms in 
the United States. Not more than 10 percent of the remaining 50 percent and 
of any carried-over funds may be loaned in one State or in all of the Territories. 

In 1936 when the Rural Electrification Act was enacted, then available sta- 
tistics showed about 1 out of 10 of our farms receiving central station electric 
service. There were large disparities between the individual States in respect to 
the percentage of farms electrified, ranging from 0.9 percent in Mississippi to 

53.9 percent in California. 

The allotment formula served the very useful purpose of assuring distribution 
of electrification loan funds where needed. It has now outlived its usefulness. 
As of June 30, 1954, it is estimated by REA that 99.3 percent of the Nation’s 
farms are electrified. Farm electrification in 31 States exceeds the national aver- 
age; in 43 States more than 85 percent of the farms are electrified. 

The need for electrification loan funds can no longer be measured accurately 
on the basis of unelectrified farms. The only sound criteria are whether the loan 
is needed to accomplish the purposes of the act and whether it will meet statutor 
requirements. It is increasingly apparent that the greatest need for loans will 
arise where improvements must be made in systems built during the early days 
of rural electrification and where new or additional power sources must be pro- 
vided to meet steadily growing demands for electricity on the farm. 

Elimination of the allotment limitations will contribute to the more expeditious 
and effective conduct of the rural electrification program by (a) providing flexi- 
bility in its administration and makin ng loan funds available for lending where 
and as needed rather than as prescribed by rigid limitations which are no longer 
valid for the purpose for which they were established and (b) reducing annual 

requirements for loan funds which because of the existing limitations have neces- 
sarily been in excess of total actual loan needs. It will also remove the necessity 
for annual surveys of unelectrified farms which are burdensome and now needless. 

The Congress has to some extent already been eppr rised of the need for reexam- 
ining the validity of these statutory limitations. Suggestion that the formula 
be changed was made on the floor of the Senate as early as May 18, 1949, during 
discussion of the provision for additional contingent electrification loan funds in 
the 1950 Agriculture Appropriation Act. The 1952 budget recommended elimi- 
nation of the formula and the 1954 budget proposed a modification to permit 
freer use of the additional contingent amounts to be provided for that year. 
Amendments to the 1954 Agriculture Appropriation Act carrying out the budget 
proposal were offered from the floor of both the House and the Senate. Points 
of order were sustained against both amendments on the basis of their being 
legislation in an appropriation bill. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
True D. Morssg, Acting Secretary. 





NatrionaL Rurat Evectric Cooperative Association, 


Washington, D. C., March 2, 1955. 
Hon. ALLEN J. ELLENDER, 


Chairman, Senate Committee on Agriculture and Forestry, 
Senate Office Building, Washington, D. C. 
Dear Senator ELtenper: We appreciate your having Mr. Stanton call us 
eoncerning 8. 153. 
As you know, the rural electric cooperatives, have been trying for ao to rid 
the Rural Electrification Act of these limiting provisions pertaining to the allot- 
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ment formula of the Rural Electrification Act of 1936. Consequently, we are 
entirely in sympathy with the objective enunciated in S. 153. 

However, 8. 153, as it is drawn, would also eliminate a provision which we feel 
is quite important to the rural electric people. This is the clause in section 3 (c) 
which provides that: 

“The Administrator shall, within 90 days after the beginning of each fiscal year, 
determine for each State and for the United States the number of farms not then 
receiving such service.” 

We feel it is in the interest of the Congress, Rural Electrification Administra- 
tion, and the rural electric systems that this survey continue. Our reasons are 
as follows: 

(1) If the results of the survey are available each year to the Congress, it will 
undoubtedly be of value to you when evaluating the progress of the rural elec- 
trification program, and also the need for each State under the act. 

(2) It could serve the same purpose to the Administrator in his evaluation of 
the progress of the rural electrification program. 

(3) It will also be of great use to the rural electric systems in determining their 
progress toward 100 percent areawide coverage, and will also indicate to them 
just where additional work is needed. 

For these reasons we feel that S. 153 would be greatly improved if the clause 
referred to above could be put back into 8. 153. This could be accomplished by 
a short amendment to S. 153 by adding the provision immediately following the 
word ‘‘years’’ in line 11, page 1; or a new subsection could be added to 8. 153 
putting the above-quoted clause back into the bill. 

In.view of the interest of our people in the retention of the annual survey we 
feel it would be well for us to voice our objections on this one item. Consequently, 
if your committee does not want to accept the amendment we have proposed, 
we would be very grateful to you for the opportunity to appear before your com- 
mittee and state our views on this matter. 

Again we express our thanks to you and your committee for your continuing 
interest in the program, as evidenced by your desire to move quickly on this bill. 

We certainly appreciate being able to express our views to you. 

Best regards, 
Curve T. Ex.is, General Manager. 


SraTeEMENT Fiuep By James G. Parton, Prestipent, NaTionaL Farmers UNION 


Mr. Chairman and members of the committee, we are presenting this statement 
in 7 of 8. 153, sponsored by Senators Thye, Aiken, and Young. We believe 
that the formula which requires half of the total funds appropriated for rural 
electrification in any one year to be distributed in proportion to population and 
unelectrified farms ‘e outlived its usefulness. The job of connecting American 
farms with central electric service stations is almost completed. About 93 per- 
cent of the Nation’s farms now enjoy the benefits of electricity. Only farms in 
the most sparsely settled and remote areas are unable to get electricity. 

We wish to pay tribute to the magnificent job which has been accomplished in 
the last 20 years. When the program started in 1935, only 10 percent of the 
Nation’s farms were electrified. Over the bitter opposition of private power 
companies loan funds have been secured which enable millions of farmers to pool 
their efforts in the distribution of electric power. Although this fact is well known, 
we do not think it can be mentioned too often that the rural-electrification program 
is self-liquidating and that it actually brings funds into the United States 
Treasury. Contrary to a recent advertisement in the March 4, 1955, issue of 
Collier’s magazine and March 1955 issue of American magazine, people living in 
urban areas are not subsidizing the rural electrification program. n the con- 
trary, the rural electrification program has indirectly enabled people living in 
cities and towns to enjoy a higher standard of living. It has indirectly furnished 
customers for those selling electrical appliances and thereby has resulted in the 
meant of hundreds of thousands of workers in the electrical industries. 

he primary need in the future is a vertical expansion of REA. There are 
shortages appearing in various areas in the United States. Farmers are running 
out of power; they need new generators, new transmission lines and other facilities 
because demand has grown so fast that existing facilities are unable to supply 
and to transmit en needed on American farms. Installation of new generating . 
and transmission facilities will necessitate loaning a disappropriationate amount 
of money in areas suffering these shortages. Two notable examples are the 
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States of Colorado and Illinois, which are unable to obtain needed funds for gen- 
erating and transmission purposes even though Congress has appropriated the 
money. The formula acts, at the present time, as a bottleneck which prevents 
vertical expansion. This is the principle reason we are urging it be eliminated 
by enactment of this legislation. 

According to our information, the elimination of this formula under the provi- 
sions of this bill will eliminate also the certain statistical work which heretofore 
has been done by the Rural Electrification Administration. We urge therefore 
that the bill be amended to provide that the annual survey as to the number of 
electrified and unelectrified farms be carried on in the future as it has in the 
past. We do not feel that the census figures are sufficient. It is reported that 
takers of the census do not reach some remote areas. In any event census figures 
are from a year to a year and a half late. American farmers should not have to 
depend on figures of the Edison Electric Institute in regard to unelectrified farms. 
Since this group is opposed and has always been opposed to the rural electrification 
program, we feel that it would be a great mistake to take this annual survey 
out of the hands of the Department of Agriculture. 

We urge therefore that the bill be amended in this respect. 

Senator Humpurey. The first witness, I believe, is the Adminis- 
trator, Mr. Ancher Nelsen. 


You may proceed, Mr. Nelsen. 


STATEMENT OF ANCHER NELSEN, ADMINISTRATOR; FRED H. 
STRONG, DEPUTY ADMINISTRATOR; AND ROBERT D. PART- 
RIDGE, PROGRAM ANALYST, RURAL ELECTRIFICATION AD- 
MINISTRATION 


Mr. Netsen. Mr. Chairman and gentlemen of the committee, 
my purpose in coming before you today is to discuss and endorse 
the proposed repeal of the so-called State allotment formula in the 
Rural Electrification Act. It is a change we believe will enable us 
to administer the program more iictenitty and to be more responsive 
to the needs of the people served by the program. 

As background to consideration of this proposed change, I would 
like to mention some aspects of the REA program and to take stock 
of where we are in rural electrification today. 


UNIVERSAL RURAL ELECTRIC SERVICE—-AREA COVERAGE 


As of June 30, 1954, we estimated that 4,966,000 or 92.3 percent of 
our farms were receiving central station electric service. Since then 
new farm connections have been made at a rate estimated to be suffi- 
cient to bring the number of electrified farms today to just over 5 
million, or 93 percent of the total. 

The rate of farm connections is much slower than it has been in past 
vears. This is to be expected at this stage. What is left consists 
largely of the farms whose operators do not wish or feel they cannot 
afford electric service even though it may be available to them right 
at their door; farms which are so remote from powerlines that service 
to them poses as yet unsolved problems of economic feasibility; and 
farms occupied by families which are not able to afford electric service. 
It is not possible to distribute the 416,000 farms estimated to be 
without electric service on June 30, 1954, among these groups with 
any assurance of accuracy. REA borrowers are being encouraged 
to bring service to those who want it. 

The REA survey made on June 30, 1954, shows distribution of 
unelectrified farms by States.’ Ten Southern and Southwestern 
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States account for about 258,000 unelectrified farms or 62 percent of 
the total. Aside from these States, no State had more than 10,000 
unelectrified farms. 

While it would seem that the job of farm electrification is approach- 
ing substantial completion, I must caution you that this is not neces- 
sarily so. American agriculture is like everything else American: 
it is dynamic, not static. New farms are being added while old ones 
are being retired from active production or are being merged into 
others. The job of electrifying our farms will never be 100 percent 
completed for the same reason the job of building automobiles or 
better mousetraps will never be done. But we are well on our way to 
making rural electric service universally available. 


FINANCIAL SOUNDNESS 


REA electrification loans total almost $3 billion, about $250 million 
of which were made during my tenure.as Administrator. We firmly 
believe that the REA loans with very few exceptions are sound and 
will be repaid within the time agreed, with interest. 

It is a matter of great satisfaction to us to report that since April 
1953 the number of delinquent borrowers has been reduced from 35 
to 13 and the number of borrowers which have made advance pay- 
ments increased from 704 to 745. Dollarwise, delinquencies have 
been cut more than half from $626,557 to $307,341; advance payments 
increased about 45 percent, from $54,350,853 to $78,647,457. 

We are not complacent about the record, particularly when we 
reflect upon the effort required to achieve it and then look ahead to the 
precipitate increases in debt-payment load which the next few years 
bring. But we are constantly preparing to meet the challenge of 
helping our berrowers to maintain their record. We are improving 
our techniques for helping our borrowers which appear to be in danger 
of financial difficulties and devising new ones for avoiding and curing 
defaults. 

Perhaps one of the most important contributions toward assuring 
financial stability of our borrowers has been the power-use promotion 
work carried on in cooperation with all segments of the electric in- 
dustry and with the colleges and Extension Service. These groups are 
working together under auspices of the Interindustry Farm Electric 
Utilization Council and their effort promises great dividends not only 
to our borrowers but to their farmer-consumers and also to the 
Government by enhancing its loan security. 


ADEQUATE POWER SUPPLY 


Major progress has been made in improving the supply of electric 
power in rural areas. We have worked with our borrowers in meeting 
power-supply needs as they occurred and in forestalling power-supply 
emergencies before they occur. 

Loans for generation and transmission facilities were made where 
required as a means to lower cost of electricity for farmers. Duri 
1954 they amounted to slightly more than $40 million and will ad 
something over 100,000 kilowatts to borrowers’ generating capacity. 
Important developments have oceurred in interconnecting and inte- 
grating borrowers’ facilities with neighboring facilities to minimize 
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the higher costs usually associated with isolated systems of relatively 
small capacity. 

The wholesale cost of power has dropped and, more important, the 
average cost per kilowatt-hour of power to the residential consumer, 
both farm and nonfarm, dropped from 3.22 cents in 1953 to 3.06 
cents in 1954. At the same time, net margins of electrification bor- 
rowers went up nearly 40 percent, 

Senator Humpnrey. What do you mean by that? 

Mr. Neusen. The net margins. 

Senator Humparey. You mean the profit? 

Mr. Nuxtsen. The margins to the cooperatives went up by 40 
percent. 

Mr. Strona. They are not called profits. It is the operating 
margins, the excess of revenues over operating expenses. And some 
excess is necessary in order to make possible the repayment of the 
Government loan. 

Senator Humpurey. I just wanted to get that terminology ex- 
plained here for the Saead. 

In other words, these are your operating margins that you feel are 
important for the solvency of the loan? 

Mr. Strona. That is correct. 

Senator Humpnrey. To guarantee the long-term repayment of the 
Government loan? 

Mr. Srrone. And to keep the cooperatives in good, sound financial 
shape, so that at all times they have a sufficient amount of cash on 
hand to meet whatever emergencies might arise. 

Senator Humparey. Tou have been working toward getting that 
margin limit up a little bit, all the way along here, I gather it. 

Mr. Srronea. Yes. ’ 

As Mr. Nelsen has indicated, efforts have been made and are con- 
tinuing along that line. 

Senator Humpurey. And this lower cost, just as a point of expla- 
nation, from 3.22 cents to 3.06 cents you feel is the result primarily 
of these interconnecting efforts—I mean, working out of these iso- 
lated power units, integrating them into a broader system? 

Mr. Srrone. Not entirely so. It is due in part also to the in- 
creased use of power. 

Senator Humpnrey. Yes. 

Mr. Srrona. By the farmer. As the volume of use increases the 
average cost per kilowatt-hour drops. 

Senator Humpurey. Very d. I just felt that it is helpful to 
document those figures just a little bit more. Go ahead, Mr. Nelsen. 

Mr. Netsen. Looking to the future, appropriate and effective steps 
have been taken to assure participation by the rural electric systems 
in any cost reductions that the use of atomic energy may bring about. 


BORROWER SELF-RELIANCE 


The rural electrification paren is free enterprise. The REA 
borrowers own and operate their rural electric systems; their relation- 


ship with REA is that of a borrower. In their initial organization 
and their early days of operation, REA provided considerable assist- 
ance tothem. As they have gained operating experience and financial 
strength, REA assistance in engineering, accounting, and management 
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has been gradually decreased. Today, most of the electric borrowers 
are providing for themselves most of the services formerly provided 
by REA. The assistance to borrowers being provided by REA 
at the present time is limited almost entirely to working with 
those borrowers who have financial difficulties at present, or will 
apparently have financial difficulties as their debt payments in- 
crease in the future. 


EFFICIENT ADMINISTRATION 


We have given continuous attention to improved administration of 
the program. Wherever possible, changes that will inzprove efficiency 
and reduce administrative costs have been made. We have made 
organizational changes and procedural changes which have resulted in 
improved efficiency during the past year and, at the same time, we 
effected a substantial savings in administrative costs. 

We have reduced the time required for handling electric loan appli- 
cations. The loan process has been cut to a minimum for those 
borrowers which are well established and have good operating records; 
Applications under the simplified procedure are being processed in 
about 50 percent of the time formerly required. About one-third of 
the present applications are in this category and we are currently 
working on other improvements which may raise this percentage as 
high as 45 percent. This has helped to cut down the backlog of 
loan applications to just about half of what it was 2 years ago. To 
my knowledge, we have not turned down or delayed a single loan 
application that was complete and feasible. 


BACKGROUND OF STATE FORMULA 


This matter of the loan allotment formula is directly related to our 
ability to meet the loan needs of the borrowers. 

As it now stands, the State allotment formula provides that 50 
= of the amount made available annually by Congress for electric 

oans must be reserved for loans in the several States in the proportion 

which the number of their unelectrified farms bears to the total number 
of unelectrified farms in the United States. Of the remaining 50 per- 
cent, and of any funds carried over from a previous year, not more 
than 10 percent may be loaned in 1 State. 

I want to point out that the amount set up for each State under this 
formula is not a guaranty that that amount will be loaned within the 
State. Loans can be made only if valid applications are submitted. 

This formula was one of the first items of business which confronted 
me upon my taking office in April 1953. The 1954 budget recom- 
mendations for the Agriculture Department were then under con- 
sideration by the House Appropriations Subcommittee. The budget 
recommended that the $60 million electrification contingent loan 
authorization be made available free of the limitations contained in 
section 3 of the Rural Electrification Act except that not more than 
20 percent could be distributed in any one State. REA had already 
appeared before the subcommittee. On April 22, 1953, witnesses 
representing the National Rural Electric Cooperative Association 
requested subcommittee to eliminate the formula entirely. I was 
present at the Senate Appropriations Subcommittee hearings on May 6 
when the formula and its relationship to the contingent loan authoriza- 
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tion were discussed but did not participate in the discussion. Frankly, 
I had not then been sufficiently familiarized with the matter to take a 
position on it. I was not asked for my views and did not make a 
statement on the matter. 

When the 1954 appropriation bill reached the floor of the House 
on May 19-20, an amendment to free the contingent loan funds 
entirely from the section 3 formula was stricken on a point of order. 
When the bill reached the Senate floor on June 15, Senator Young 
offered an amendment similar to that recommended in the budget. 
It, too, was stricken on a point of order. During the debate the 
suggestion was made by Senator Knowland that this was a matter 
for the proper legislative committee, where of course it now is. 

I had this allotment matter looked into and found that it had been 
the subject of discussion in the Senate as far back as the spring of 
1949. I also learned that the Budget Bureau had suggested its 
elimination in the 1952 budget and that the National Rural Electric 
Cooperative Association had been supporting this action since early 
in 1951. 

By the fall of 1954 after a full year of experience with the allot- 
ment formula and its limitations, it was apparent to me that it was 
in the interests of an effeetive rural electrification loan program to 
recommend elimination of the formula from the act. 

We are here today to urge passage of S. 153 which so provides. 





HOW THE STATE ALLOTMENT FORMULA WORKS 


The purpose of the State allotment formula was to insure a uniform 
rate of extension of central station electric service to farms through- 
out the United States. The formula has served this purpose quite 
well; by June 30, 1955, about 95 percent of the Nation’s farms will 
have been connected, and it appears that in at least 40 States the 
electrified farms will exceed 90 percent of the total farms in each of 
those States. The State allotment formula was of particular im- 
portance during the early stages of the program, when the extension 
of electric service in many areas was very difficult and required the 
organization and development of borrowers. The reservation of funds 
to each State under the formula was desirable, since it stimulated the 
efforts of REA and of local groups in all sections of the country. 

In future years, the State allotment formula will not be needed for 
that purpose, and it is doubtful that it will serve to speed the com- 
pletion of area coverage. Completion of area coverage will depend 
almost entirely on the financial ability of already existing borrowers to 
extend their lines. Further, most of the farms unelectrified at June 30, 
1955, will pose difficult problems of feasibility, and the availability 
of loan funds under the State allotment formula will not assure their 
connection. In any event, the loan funds required in succeeding years 
can be made available more advantageously through administrative 
Seon than through the increasingly cumbersome State allotment 
ormula. 

The loan requirements of the borrowers are changing as the program 
nears area coverage. System improvements, generation and trans- 
mission are requiring increasing proportions of the total loan funds. 
Continuation of the State allotment formula will result in inequitable 
distribution of loan funds among the States, and the inequity will 
increase with time. 
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Present estimates indicate that in fiscal year 1956, loan require- 
ments for distribution facilities exclusive of system improvements will 
be about 35 percent of the total electric loan requirements. In fiscal 
year 1957, distribution facilities exclusive of system improvements 
will be only about 25 percent of the total loan requirements, and in 
succeeding years the percentage will drop still further. It appears 
illogical that half of the loan funds authorized by Congress in future 
years should be made available to the States on the basis of their 
number of unelectrified farms, when these will require much less than 
half of the loan funds. System improvements and generation and 
transmission loan requirements bear no relationship to the number of 
unelectrified farms. 

I can illustrate this by citing the State of Mississippi. Mississippi 
happens to be a State in which there are numerous rural electric sys- 
tems but where many rural people, for eeonomic and perhaps other 
reasons, are not taking service. In 1952, with almost 11 percent of 
all unelectrified farms, Mississippi received only one-tenth of 1 per- 
cent of the loans made in that year. In 1954, with 14.4 percent of 
all unelectrified farms, it received only 4 percent of the loans made in 
that year. 

The largest percentage of our annual loans received by any one 
State in recent years was 13.7 percent received by Kentucky in 1952. 
In that year, Kentucky had only 6 percent of the Nation’s unelectri- 
fied farms. Similar disparities exist nearly every year among the 
various States. In my opinion, they demonstrate quite conclusively 
that the percentage of unelectrified farms is no longer an accurate 
measure of loan needs. 


EFFECT OF THE FORMULA ON LOAN FUND REQUIREMENTS 


The contingency loan fund appears to have been devised to offset 
the effect of the State allotment formula. It first appeared in the 
1950 REA appropriation when $150 million was provided for electri- 
fication loan funds, in addition to the $350 million regularly provided— 
to be borrowed under the the same terms and conditions if and to the extent that 
the Secretary of Agriculture shall certify, from time to time, to the Secretary of 
the Treasury that such additional amounts are required during the fiscal year 
1950, under the then existing conditions, for the expeditious and orderly develop- 
ment of the program. 

During fiscal 1950, $120 million of this amount was drawn down in 
order to provide enough funds under the formula to make loans of 
pees: $10 million which could not otherwise have been made 
in that year because of formula limitations. It is important to note 
that there was a carryover of about $140 million of electrification loan 
funds from fiscal 1950 into fiscal 1951. For fiscal 1951, the Congress 
again made available a contingent loan fund which was not used. 

As I have already stated, the 1952 budget recommended elimination 
of the State allotment formula so that loan needs could be met without 
the necessity for drawing down contingent loan funds far in excess of 
actual needs. This recommendation was not adopted. 

For fiscal 1952, a contingent loan fund of $75 million was provided; 
for fiscal’1953, $50 million. No part of these funds was drawn upon. 
Of the $45 million contingent loan authorization a propriated for fiscal 
1954, $38 million was drawn to permit loans of slightly more than $2 
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million. Forty-seven million dollars of electrification loan funds were 
carried over from fiscal 1954 into 1955. It looks as if we shall draw 
the full $35 million of contingent loan fund authorization for fiscal 1955 
in order to permit loans of slightly under $2 million which could not 
otherwise be made only because of the allotment formula limitations. 
Most of the contingent funds drawn down in fiscal 1955 will probably 
be carried over into fiscal 1956. 

Senator Humpurey. So that we have a complete and clear under- 
standing of this language, this reference, when you speak about $38 
million was drawn to permit loans of slightly more than $2 million 
out of the funds appropriated for fiscal 1954, what do you mean by 
that? You say that you draw down $38 million in Scaee to permit 
loans of $2 million. 

Mr. Srrone. Under the formula, Senator, only certain percentages 
of the dollars available can be used in any one State, because of the 
necessity of relating those dollars to the formula based upon the 
number of unelectrified farms in each State. 

You first determine the relationship between the number of un- 
electrified farms in any given State to the total number of unelectrified 
farms in the Nation. On that basis percentagewise then the dollars 
available to the extent of 50 percent of the initial authorization of 
Congress and also of any contingency of preparation is set up for use 
among the various States. In order then—we will take Minnesota— 
to get $1 million for use in Minnesota, we would have to draw down of 
this contingency appropriation $20 million. 

Senator Humpurey. In order to get $1 million out of your regular 
authorized loan funds? 

Mr. Strong. Or the contingency. The same formula applies to 
the contingency. It runs roughly 20 to 1. In other words, in order 
to get $1 million for any State we would have to draw down $20 mil- 
lion. The other $19 million would be available for use in other 
States. 

Senator Humpnurey. I get your point. You sort of freeze it, in 
other words, you freeze the $19 million for other States, so to speak, 
when you draw down for the project that you may be faced with at 
the moment. 

Mr. Srrona, And even if these other States have no use for that 
money whatever, that money then carries over into the next year. 

Senator Humpnurey. So your formula works both on the contin- 
gency fund and your regular authorized loan funds? 

Mr. Srrone. That is correct. 

Senator Humpurey. Thank you very much. You may proceed, 
Mr. Nelsen. 

Mr. Ne tsen. It is quite obvious that the large contingent loan fund 
authorizations have been required only because of the now artificial, 
unrealistic limitations of the State allotment formula and have not 
been related to actual loan needs. This is clearly proven by fact 
that the loan fund earryover each year when contimgent funds were 
drawn upon consistently exceeded the total amount drawn. 

One troubl> with continuing to operate on this basis is that it 
distorts for the public the size of the REA loan fund request in the 
Federal budget. Another problem is that with the large carryovers 
that are created, Congress largely loses its year-to-year control over 
the size of the loan program. 
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Abandonment of the State allotment formula would permit material 
reductions in the conti cy or reserve fund requests if not their 
complete elimination. ere would be no freezing of funds in some 
States where they cannot be loaned, and the carryover of unused loan 
funds.from one ‘year to the next would be substantially reduced. 
The loan authorizations requested of Congress could be based on 
actual loan needs, rather than the larger amounts which must inevi- 
tably be requested so long as the State allotment formula remains a 
part of the act. 


ANNUAL UNELECTRIFIED FARM SURVEY 


Section 3 (c) specifically requires that the Administrator make a 
determination of the number of unelectrified farms within 90 days 
after the beginning of each fiscal year. Annually a survey is con- 
ducted commencing shortly afyer July 1. Information is solicited 
from borrowers, electric companies, municipal and other suppliers, 
State regulatory bodies, and trade associations. The electric company 
records reflect the number of meters served and these exceed the num- 
ber of farms due to multiple-dwelling units. In addition, few electric 
companies classify their farm consumers as such, and even the REA 
borrowers, who have a farm classification, cannot be certain that the 
consumers they classify as “farm’’ meet the census definition of a 
farm. As a result, there are undoubtedly errors in the estimates. 
These problems are not unique to REA; I am told the Edison Electric 
Institute has experienced the same difficulties in its estimates. 

As the State estimates approach 100 percent and consequently 
change very little from year to year, it becomes increasingly important 
because of the operation of the State allotment formula that the 
estimates be accurate, and at the same time, it becomes increasingly 
difficult to make estimates which are accurate and consistent from 
one year to the next. Changes in the classification of consumers, 
changes in the actual number of farms as contrasted with the last 
census, and other related problems are magnified in their effect on the 
estimates. 

I understand that there is a feeling in some quarters that the 
requirement for an annual survey should be retained even if the State 
allotment formula is abandoned. Just what use would be made 
of it is something I do not know. The cost of making the survey 
and allotting loan funds on the basis of it runs to roughly $25,000 per 

ear. We can make much better use of the time and effort involved. 

n my opinion, the census count made every 5 years furnishes accurate 
information on rural electrification progress and I urge that this 
requirement not be continued. 

n conclusion, I want to say that I support S. 153 and urge its 
adoption. I think it is significant that the 1949 telephone loan 
amendment of the Rural Electrification Act, title II, makes no pro- 
vision for surveys or for State allotment formula. I have heard no 
complaint over this or over the administration of telephone loan funds 
after 5% years of telephone loan experience. It seems to me that the 
formula and survey can be dispensed with for rural electrification loans; 

We have a series of tables here which bear on the various aspects 
of this matter and if it suits your pleasure I will ask Mr. Partridge, 
our program analyst, to discuss them. 
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Senator Humpnrey. Mr. Nelsen, the figure that you use there, 
where you say the cost, relating now to the annual unelectrified farm 
survey 

Mr. Newsen. $25,000. 

Senator Humpurey. The cost of making this survey and allotting 
loan funds on the basis of it runs roughly to $25,000 a year. I think 
there has been some feeling that that figure is a little high. I know 
this has been discussed off and on before as to what the cost of these 
surveys are. 

Is there any way that you could give us more of a justification on 
that by providing us with some breakdown of man-hours and the 
number of people involved? 

Mr. Nexsen. I believe that we can. Mr. Partridge I believe can 
answer that. 

Senator Humpurey. In reference to this inquiry that I directed to 
Mr. Nelsen about the justification for the figure which is used here 
of $25,000, what was your comment on that, Mr. Partridge? 

Mr. ParrripGce. We have reasonably accurate figures on the actual 
cost of conducting the survey. The cost of administering the formula 
is not definitely known, although we have made some reasonably 
good estimates on it. 

Senator Humpurey. If you eliminate the survey—this annual 
survey that you are required to make—would you be able to actually 
save any money in terms of personnel? 

Mr. Parrriper. We will put it this way, sir: The survey itself in 
cost to the agency amounts to about $3,000 per year. Whether we 
would save that or whether we would use for some other purpose, as 
Mr. Nelsen suggested, I could not say at this point. 


Senator Humpurey. My point was, would you cut down your 
manpower—I mean, your administrative staff—equivalent to that 
much? 

Mr. ParrripGe. No. 

Senator Humpusrey. Is this work done by people who are already 
a on other projects in the agency? 


Mr. PartripGe. Yes, sir. 

Senator Humpnrey. It is an added burden, to be sure, an added 
responsibility? 

Mr. Partriper. That is right, it is. . 

Senator Humpurey. But to eliminate it, the annual survey, would 
you make any substantial reduction in the number of employees? 

Mr. Parrripce. We have no people who work particularly and 
exclusively on the survey. Therefore, it is unlikely that we would 
actually dismiss any employees if we discontinued the survey. 

Senator Humpnrey. Apparently from your explanation the greatest 
amount of this $25,000 estimate is used in this formula? 

Mr. Parrrinver. That is right. 

Senator Humpnurey. The State allotment formula? 

Mr. Parrrince. That is right. 

Senator Humpurey. In the complicated arithmetic that is involved 
and administrative complexities involved in that formula, is that 
correct? 

Mr. Parrrince. That is correct, sir. Throughout the year we are 
faced with the problem of continuously estimating and recalculating 
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the amount of money available in each State. That problem extends 
all the way down through the sections which are engaged in the lending 
operation in the agency. And from there clear up through to the 
Administrator’s office. 

Senator Humpurey. Senator Scott, did you have any questions 
that you wanted to ask Mr. Nelsen or Mr. Strong or Mr. Partridge? 

Senator Scorr. I do not know whether this is the proper time to 
ask this or not. 

Where you are making the big loans, where they are interested 
in transmission systems, something like that, let me ask if you do 
not have a loan in South Carolina that is not panning out at the 
present time. Is that correct? 

Mr. Netsen. You are referring to the Central Generating and 
Transmission Cooperative. That is South Carolina 50, I believe. 
I do not believe it could be said that the cooperative is in any financial 
difficulties. They have a working arrangement with a State authority. 
At the present time the State authority has indicated that unless 
some relief is granted in the way of loan repayments, they will have 
to raise the rate. 

They have asked us to give consideration to a deferment of pay- 
ments at the moment. We have granted the deferment, providing 
the farmers of South Carolina are given a continuation of their 6.2 
mill rate. That is the basis on which our deferment was made. 

However, I believe it can honestly be said that from a careful 
examination—it cannot be said that they are in a difficult financial 
position. As a matter of arrangement of the finances, I think that 
can be worked out. 

Senator Scorr. You feel it is a wholesome situation? 

Mr. Ne sen. I feel it can be worked out, yes. 

Senator Humparey. A question I had in mind earlier as to some- 
thing here in your statement: By the way, I want to thank you for 
the comprehensive nature of this statement. It is very helpful to 
me. Iam sure it is to Senator Scott, to get every view of the program 
that is being operated. 

You mention here something in reference to the possibility of atomic 
energy development in the field. 

Mr. Neusen. Yes. 

Senator Humpurey. As you know, we are keenly interested out 
our way in Minnesota about that, as they are, I suppose, in every 
other State. Do you feel that the elimination of the restrictions 
involved in the State formula would give you more loan leeway for 
some pilot plants in this line? 

Mr. Newsen. Well, I think that this same rule would apply in 
this case as in other generation plants. For example, the one in- 
stance that highlighted our problem was Colorado. We at the 
present time have two loan applications that are moving up to what 
we think will be final approval before the end of the fiscal year—we 
hope, and we think it will happen. 

n this case it draws down quite a lot of money in one State. This 
allotment formula, of course, provides a bit of problem for us, but 
we are going to work it out, anyway, without any difficulty. I would 
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say the same thing would apply to any other powerplant, whether 
it be atomic or any other plant—the same rule would apply. 

On the survey I think you will note that while we mention $25,000 
it is pretty hard to separate personnel, as to what they do. Our 
same people will be with REA, even if the survey was eliminated, the 
same personnel would be with us, but we feel that they can be doing 
something so much more produc tive that will yield results. 

That is our objective. It is to get these people to be working at 
things that are needed to be done in our administration of this program. 

Senator Humpurey. You wanted Mr. Partridge to present to us 
some data? 

Mr. Newsen. Yes. 

Senator Humpurey. That is, some tables that relate to the pro- 
gram. Your position is that of program analyst? 

Mr. Parrripesx. That is correct. 

Senator Humpurey. I am going to ask that these tables be made a 
part of the record at this point. 

(The tables are as follows:) 
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TABLE 1.—Number and percentage of unelectrified farms, as of June 30, 1949, 
compared with amount and percentage of electrification loans made during fiscal 


year 1950, by States 
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TaBLeE 2.—Number and percentage of unelectrified farms, as of June 30, 1950, 
compared with amount and percentage of electrification leans made during fiscal 
year 1951, by States 
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TABLE 3.—Number and percentage of wnelectrified farms, as of June 30, 1951, 
compared with amount and percentage of electrification loans made during fiscal 
year 1952, by States 
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TABLE 4.—Number and percentage of unelectrified farms as of June 30, 1952, com- 
pared with amount and percentage of electrification loans made during fiscal year 
1953, by States 
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TaBLE 5.—Number and percentage of unelectrified farms, as of June 30, 1953, com- 
pared with amount and percentage of electrification loans made during fiscal year 
1954, by States 
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TaBLE 6.—Number and percentage of farms electrified with central station electric 
service, by States; June 30, 1945, REA estimates compared with Jan. 1, 1945, 
census figures 
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1 Based on total farms as shown on Apr. 1, 1940, census. 
2 Based on total farms as shown on June 30, 1945, census. 
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TaBLE 7.—Number and percentage of farms electrified with central station electric 
service, by States; June 30, 1950, REA estimates compared with Apr. 1, 1950, 
census figures 


Apr. 1, 1950 census 
_.. June 30, 1950 REA sur- 
vey, farms electrified 
Farms electrified Percent ? 


Total 
farms 


Number Percent Number Percent ! 


5, 053, 676 86. : 


United States...........| 5,382,134 | 4, 154,359 
197, 708 88. ! 
11, 839 
164, 280 
136, 804 
43, 570 
22, 216 
8, 922 
50, BRG 
216, 195 
41, 051 
198, 520 
174, 034 
199, 532 
104, 724 
186, 065 
109, 822 
33, 103 
40, 169 
36, 156 
173, 743 
165, 873 
152, 039 
185, 431 
27, 076 
81, 639 
2, 305 
18, 152 
26, 079 
19, 435 
143, 135 
254, 568 
32, 628 
219, 743 
111, 482 
62, 809 
162, 549 
3, 599 
127, 564 
41, 264 
1938, 017 
334, 506 
21, 485 
22, 824 
157, 476 
78, 593 
77, 075 
165, 815 
10, 176 


a i ctidtisinininsttionnkin 211, 512 144, 267 
Arizona... } 10, 412 7, 535 
182, 429 121, 587 
Saat eaaieoe 137, 168 123, 311 
Colorado pide ides ‘ 45, 578 32, 827 
Connecticut state 15, 615 14, 393 
Delaware __-. RET el 7, 448 6, 092 
Florida ieee ca at 56, 921 40, 292 
198, 191 149, 105 
Medtacessccd 40, 284 36, 901 
Illinois AP 195, 268 168, 258 
Indiana..........-- cahnt 166, 627 152, 528 
mt boos : SLi. 203, 159 183, 508 
c | 131, 394 91, 747 
218, 476 144, 796 
124, 181 82, 932 
30, 358 25, 990 
Maryland aed 36, 107 30, 164 
Massachusetts... ...- 22, 220 20, 256 
Michigan 155, 589 146, 549 
Minnesota | 179, 101 148, 328 
Mississippi i 251, 383 140, 212 
Missouri_-_- 230, 045 157, 930 
35, 085 | 22, 915 
107, 183 77, 354 
3, 110 1, 811 
New Hampshire 13, 391 | 12, 675 
New Jersey 24, 838 23, 174 
New Mexico } 23, 599 12, 997 
OO aida eaeoR beans cel 124, 977 116, 888 
288, 508 218, 897 
65, 401 35, 646 | 
‘ 185, 297 | 
91, 990 | 
53, 425 | 
Pennsylvania 887 133, 467 
Rhode Island 3 2,411 
South Carolina 5 94, 842 
South Dakota } 37, 487 | 
“ 165, 005 
258, 899 
21, 427 | 
17, 463 | 
113, 949 | 
64, 161 
58, 789 
155, 545 
7, 937 
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1 Based on total farms as shown in Jan. 1, 1945 census. 
2 Based on total farms as shown in Apr. 1, 1950 census. 
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TABLE 9, 


Alabama. . 

Arizona 

Arkansas 
California 
Colorado 
Connecticut 
Delaware 

Florida 

Georgia. 

Idaho ... 

Illinois 

Indiana. . . 

Iowa 

Kansas 

Kentucky 
Louisiana. - - 
Maine.. 
Maryland.__..... 
Massachusetts -- 
Michigan 
Minnesota 
Mississippi 
Missouri 

Montana : 
Nebraska... ......- u 
I oe cei winwies 
New Hampshire -. 
New Jersey ....... 
New Mexico .... 
New York 


North Dakota 
Ohio 


Oregon. 
Pennsylvania 
Rhode Island 


South Carolina......_....-.-.-__| 


South Dakota 
Tennessee 


Virginia 
Washington _. 
West Virginia 
Wisconsin 


Total of State ceilings !...- 
Total available for loans.... 


1 See table on following page: 


ALLOCATION 


Actual, 
1952 


$32, 203, 729 | 
27, 189, 263 | 
30, 775, 116 | 


27, 754, 774 


28, 072, 448 | 


27, 159, 188 
27, 151, 440 


28, 214, 768 | 
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162 
917 
, 778, 445 | 
, 068 
830 





Actual, 
1953 


$22, 696, 575 | 


19, 586, 569 


22, 264, 785 | 
20, 129, 153 

20, 018, 671 | 
19, 562, 945 | 


19, 546, 415 


20, 410, 307 | 


21, 482, 295 


19, 629, 297 | 
20, 447, 185 | 


19, 755, 839 


19, 943, 743 | 
20, 685, 691 | 
22, 302, 133 | 


20, 918, 583 
19, 798, 799 
19, 736, 503 
19, 630, 855 
19, 624, 697 
20, 569, 205 
26, 019, 201 
22, 102, 923 
20, 067, 167 
20, 149, 189 
19, 574, 017 
19, 516, 243 
19, 568, 637 
20, 105, 605 
20, 010, 173 
21, 648, 679 
20, 468, 237 
20, 111, 531 
21, 853, 737 
19, 757, 633 
20, 187, 785 
19, 501, 429 


20, 477, 905 
21, 912, 915 
23, 084, 781 
19, 621, 109 
19, 585, 711 
20, 372, 179 


1, 004, 970, 163 


244, 891, 865 





OF REA FUNDS 


Actual, 
1954 


13, 284, 132 
18, 812, 942 


14, 567, 570 | 


13, 933, 872 


13, 270, 094 | 


13, 214, 673 


15, 004, 012 | 


16, 739, 388 
13, 345, 205 
14, 994, 896 


13, 312, 572 | 


13, 693, 592 
14, 829, 180 


18, 251, 073 | 
15, 467, 617 | 
13, 774, 172 | 


13, 497, 066 


13, 427, 060 | 
13, 125, 525 | 


14, 816, 232 
26, 075, 670 


17, 339, 176 | 


14, 070, 602 


14, 163, 032 | 
13, 298, 169 | 


13, 153, 600 
13, 236, 550 
14, 293, 564 
14, 249, 262 


16, 218, 902 | 


14, 873, 116 
14, 047, 814 


$18, 698, 818 | 


Estimate, 
1955 


13, 764, 843 
19, 316, 971 


14, 187, 012 


15, 318, 312 
16, 559, 902 


13, 799, 156 | 
15, 236, 002 | 
14, 623, 070 | 
14, 799, 536 | 


15, 262, 962 
17, 459, 794 
15, 501, 721 


13, 964, 388 
14, 296, 078 


14, 966, 198 | 
26, 634, 162 | 


17, 277, 405 
14, 485, 819 


13, 759, 125 


15, 411, 650 


14, 387, 987 
18, 327, 212 
13, 806, 509 
15, 395, 515 
13, 641, 685 
16, 970, 020 
14, 604, 280 
15, 804, 817 
21, 665, 555 
13, 701, 732 





13, 609, 619 


751, 871, 331 


221, 096, 190 


$18, 916, 860 


15, 092, 419 | 


13, 612, 887 | 
13, 706, 430 | 


14, 366, 746 | 
13, 957, 648 | 


14, 403, 101 | 
13, 810, 594 | 
13, 660, 067 | 


14, 837, 321 | 
15, 019, 709 | 


15, 377, 950 | 





Limitations on loans by States, from all funds available, 1952-56, under 
sec. 3 (c), (d), and (e) of Rural Electrification Act 


Estimate, 
1956 


$21, 847, 519 
15, 938, 044 
22, 306, 744 
17, 460, 019 
16, 421, 644 
15, 763, 519 
15, 870, 769 
17, 719, 369 
19, 143, 844 
15, 977, 044 
17, 624, 794 
16, 921, 819 
17, 124, 619 
17, 655, 994 


20, 176, 369. 


17, 929, 969 
16, 628, 344 
16, 158, 394 
16, 166, 194 
16, 547, 419 
17, 315, 719 
30, 699, 544 
19, 966, 744 
16, 764, 844 
16, 670, 269 
15, 989, 719 
15, 817, 144 
15, 931, 219 


17, 167, 519 


17, 377, 144 
17, 826, 619 
17, 787, 619 
16, 652, 719 
21, 170, 869 
15, 985, 819 
17, 808, 094 
15, 796, 669 
19, 613, 794 
16, 900, 369 
18, 278, 044 
25, 000, 669 
15, 864, 919 
15, 960, 469 
16, 820, 419 


16, 049, 194 
15, 759, 619 


869, 721, 331 


255, 096, 190. 
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TaBLeE 9.—Limitations on loans by States, from all funds available, 1952-56, under 
sec. 3 (c), (d), and (e) of Rural Electrification Act—Continued 


1 Footnote table: 


} 


Regular authorization _____} 
Reserve authorization 
used 


Reserve authorization not | 


Total, new authori- 
zation __. 


Carryover 
Rescissions. _.__-- 


Total available from | 
prior years......... 


Total available 


« Estimated. 


Allotted on basis of un- 
electrified farms (44 of 
new authorization) 

Unallotted. Not toexceed | 
10 percent to any 1 State | 
(balance of availability) -- 


1952 1953 


$100, 000,000 | $50, 000, 000 


5, 000, 000 


50, 000, 000 


5, 000, 000 100, 000, 000 


2, 724, 175 117, 298, 364 | 


332,920 | 27, 593, 501 | 


183, 057, 095 144, 891, 865 


358, 057,005 | 244, 891, 865 


$87, 500,000 | $50, 000, 000 | 


270, 557, 095 


194, 891, 865 


$135, 000, 000 


APPLICATION OF STATE LIMITATIONS 


FUNDS AVAILABLE 


1954 


1955 1956 request 


$135, 000, 000 $160, 000, 000 


38, 000, 000 35, 000, 000 35, 000, 000 


7, 000, 000 


180, 000, 000 170, 000, 000 


46, 996, 190 
@ 4, 100, 000 


195, 000, 000 
* 56, 096, 190 
@ 4, 000, 000 


29, 919, 203 , 
11, 181, 087 


41, 100, 290 51, 096, 190 | 60, 096, 190 


221, 100,200 | 221,096,190 | 255, 096, 190 


$90, 000, 000 $85, 000, 000 | $97, 500, 000 


131, 100, 290 


157, 596, 190 


136, 096, 190 | 


TOTAL OF STATE CEILINGS 


Any State and all the Territories may receive 10 percent of the unallotted funds. For this reason, 


the total of State ceilings is considerably higher than the total funds actually available for loan, as 


follows: 








10 pereent of unalloted 
PO a. i biped ee i 


Times 49 
Allotted funds 


Total of State ceil- 
WR. nikcichite pant’ 


| 


1952 


1953 


1 


$27, 055, 


710 | $19,489, 187 


, 729, 
. 500, 


000 } 


50, 000, 000 | 


1, 413, 229, 790 |1, 004, 970, 163 


$13, 110, 029 | 


90, 000, 000 | 


732, 391,421 | 


} 
| 
$13, 609, 619 


85, 000, 000 


|- 
751, 871, 331 | 


1956 


$15, 759, 619 


790 | 954, 970, 163 642, 391,421 | 666,871,331 | 


772, 221, 331 
97. 500, 000 


869, 721, 331 
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Mr. Newsen. If there are any other questions, Mr. Chairman, we 
will be happy to answer them. 

Senator Humpurey. There seems to be a considerable amount of 
information here, Mr. Nelsen. Why do you not run through these 
tables and give us an analysis of what you have analyzed. 

Mr. Partripcs. Tables 1 to 5 in this set of tables that you have 
show for the years 1950 through 1954 the number of percentage of 
unelectrified farms in each State, the percentage which the number of 
unelectrified farms in each State was of the total number of un- 
electrified farms in the United States, and the gross amount of electri- 
fication loans made each year in each State, and the percent of these 
amounts to the total loans for the year. 

The tables show that there is very little relationship between the 
percentage of unelectrified farms and the loan needs as reflected by the 
loans which were made in each year. 

In table 1, which contains the data for 1950, you will note that the 
first State, Alabama, 3.859 percent of the unelectrified farms at the 
beginning of the 1950 fiscal year, and received 1.58 percent of the gross 
loans in that year. 

Arizona, with 0.170 percent of the unelectrified farms, received 
1 percent of the loans. 

Dropping down now to Missouri we find, on the other hand, that in 
that State there were 7.392 percent of the unelectrified farms; the loans 
made in that year came to 11.89 percent of the total loans. And so on 
through the entire list of the States we find that the unelectrified 
farms did not serve as a good indicator of the loan needs. 

Going over to table 5 which contains the data for 1954, you will 
note the same is true there. That is, there seems to be no relation- 
ship between the percentage of unelectrified farms and the percent 
of the gross loans made. 

Mississippi has been mentioned by Mr. Nelsen as one good example 
of that. You might also note Nebraska, where with 1.170 percent 
of the total unelectrified farms, we made loans which amounted to 
8.50 percent of the total loans made in 1954. 

Tables 6 and 7 demonstrate the inaccuracies that are inevitable 
in making the annual estimate of the number of unelectrified farms, 
which is the basis of the allocation of 50 percent of the new loan funds 
made available by Congress each year. 

The data obtained from the various sources which Mr. Nelsen has 
mentioned are coordinated and published annually by REA. 

Table 8 shows the results of the 1954 survey which was published 
on September 30, 1954. Since no count is made of the total farms by 
States, the latest census count is used. The census statistics are 
usually not available, even in preliminary form, until more than a 
year after the enumeration is made. For this reason census statistics 
for total farms more than 5 years old are sometimes used as the basis 
for determining the number and percentage of farms electrified in 
each State. 

Table 7 shows the determination also of electrified farms made as 
of June 30, 1950, on October 2, 1950, when the survey table was 
published. The results of the April 1, 1950 census count were not 
yet available. Therefore, the January 1, 1945 census count was used 
as the base. 

The resulting errors were so substantial that they literally speak 
for themselyes; 900,000 more farms were determined to be elec- 
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trified as of June 30, 1950, than the census count subsequently pub- 
lished showed for April 1, 1950. 

In 22 States more farms were estimated to be electrified on June 
30, 1950, than the total farms counted in these States in the April 1, 
1950, census. 

In Massachusetts the number of farms estimated to be electrified 
exceeded the actual total number of farms by 62.7 percent. Of course, 
a large part of this error was due to the unpredictable and quite sub- 
stantial decrease in the total number of farms in the Nation from 
5,859,000 on January 1, 1945, to 5,382,000 on April 1, 1950. But 
the fact remains that a survey was made by REA between July 1 and 
October 2, 1950, of the number of unelectrified farms in each State as 
of June 30 of that year. That survey showed 5,053,000 farms electri- 
fied. 

When during the following year the April 1, 1950, census count was 
published it appeared that the June 30, 1950, REA estimate, was not 
900,000 farms off. This survey, of course, was the basis upon which 
50 percent of the fiscal year 1951 electrification loan funds were al- 
lotted, pursuant to section 3 (c) of the act. This, I believe, was the 
only use made of the survey. 

As it happened, the error had no serious consequence since the 
allocation of fiscal year 1951 loan funds, which used the June 30, 1950, 
survey as the base bore little percent of relationship to the number of 
unelectrified farms in each State, as we see in table No. 2. 

Table 6 indicates that a similar error was made in the June 30, 1945, 
survey, which used the April 1, 1940, census count as a basis. 

The January 1, 1945, census figures were unavailable, of course, at 
that time. 

Since the total number of farms dropped comparatively slightly 
between 1940 and 1945, the errors were not as great as in the June 30, 
1950, survey. 

Table 6 is significant in that it shows that such errors are recurrent 
and unavoidable. 

Table 9 in this set, the last table in the set, shows the maximum 
amount of electric loan funds available to each State actually during 
the period 1952 to 1954, and our estimates of the amounts to be avail- 
able in 1955 and 1956. These are, of course, maximum amounts. 
Obviously, we cannot loan these maximum amounts in each State 
since their sum is much greater than the total amounts available in 
any year. 

The footnotes to table 9, which are attached, show the source of 
the total funds available in each year and the application of the 
State limitations. 

Senator Humpurey. May I ask a question here on table 9? 

I netice that you have here the total of State ceilings which run in 
each year in 1952 and 1953, well over a billion dollars. And that in 
1954 about $732 million. Your estimates in 1955, $751 million plus; 
1956, $869 million plus. Then your total available for loans is sub- 
stantially smaller, running about one-third or between one-third and 
one-fourth. 

Mr. Parrrivgr. That is right. That is correct. 

Senator Humpurey. What is the larger figure related to? 

Mr. Parrringe. The larger figure brings out, sir, the point which 
Mr. Nelsen made earlier and which I have also mentioned, that the 
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amounts which are available to each State are maximum amounts and 
not the amount which can actually be loaned, that is, we cannot loan 
the maximum amount in all States in 1 year. 

Senator Humpurey. You do not have that much money? 

Mr. Parrriner. That is right, sir. That is exactly the point. 

Senator HumpHrey. Then what are you talking about? 

Mr. ParrripGse. The point here is these figures do show for each 
State the maximum amount which can be loaned in that State—that 
1 State—in any 1 year. 

Senator Humpurey. On the basis of these calculated estimates as 
to nonelectrified farms, or the need? 

Mr. Parrripes. Under the State allotment formula, applying the 
unelectrified——— 

Senator Humpurey. Provided that the Congress authorized that 
much money? 

Mr. Parrripex. That is right, sir. 

Senator HumpHruey. | just want this record clear. These are the 
theoretical figures to meet all needs, provided that the Congress 
provided the money? 

Mr. PartripGce. That is correct, sir. 

Senator HumpuHrey. On the basis of your surveys of the number of 
unelectrified farms, is that correct? 

Mr. Parrripes. And also with the 10 percent limitation in on the 
other 50 percent—right. 

Senator Humpurey. So that on the one hand these are hypothetical 
figures provided that the Congress was going to in one fell swoop 
provide all of the funds? 

Mr. Parrripcs. Well, they are not hypothetical in this sense. 
They are the figures in the case of the years 1952 through 1954 under 
which we have operated, that is, these have been the limitations in 
each State as to the amount of funds which could be loaned in that 
State in 1 year. 

Senator Humpnrey. Which could be loaned? 

Mr. Parrripves. Which could be loaned. 

Senator Humpurey. On what basis could they be loaned? 

Mr. Parrriper. Taking into account the lending authorization 
made available by the Congress, the carryover of unused loan funds 
from the preceding year, and the rescissions of loans made in previous 
years which we did rescind during the current year. 

Senator Humpurey. Where would you have gotten the money, sir? 
May I just say in searching inquiry for actual 1954, $732,391,421. 

Mr. Parrriper. That is precisely the point that we are trying to 
make, sir, that is, that these are not amounts which can be loaned 
in all States combined, but for each individual State they do represent 
the maximum available to that State. These are submitted primarily 
as reference data, rather than to prove any particular point. I think 
points up the misunderstanding and the confusion which exists with 
respect to the State allotment formula. 

Senator Humpurey. The word is ‘“‘confusion’’—I do not have a 
misunderstanding about these figures, but I must confess as one mem- 
ber of the committee, I am very confused. The $732 million for 1954 
is not an actual sum of money which is available and authorized by 
Congress, is it, for that year? 
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Mr. Parrriper. No, sir; it is not. The total amount available is 
shown on the line directly below. 

Senator Humpurey. $221,100,290? 

Mr. Parrrivce. That is correct. 

Mr. Srrone. I think perhaps the confusion, Senator, can be cleared 
away a little bit if we go back to the content of the formula; the 
overall content of the formula. It provides in addition to this State 
percentage of unelectrified farms formula—it provides that the other 
half of the authorized funds set up by the Congress can be expended 
in any State to the extent of not more than 10 percent of that 
remaining half. 

Senator Humpurey. That is correct. 

Mr. Strona. These figures then show what would be the total 
available to any one State including that 10 percent of it to the other 
half of the funds authorized by the Congress. 

Senator Humpnrey. In other words, you take the total amount that 
is allotted and you say that the most they could get in any one State 
over and beyond the formula is 10 percent for any one State, is that 
right? 

Mr. Strona. Ten percent of what is left. 

Senator HumpHrey. After the 50 percent is withdrawn? 

Mr. Strona. That is right. 

Senator HumpHrey. So you add up a maximum of 10 percent for 
the needs in any one State and this is your aggregate total plus the 
50 percent? 

Mr. Strone. That is right. This merely shows us what is the 
maximum that could be loaned in any one State, taking into account 
both halves of this formula. 

Senator Humpnrey. I understand that. 

Mr. Srrone. It has no relationship to the actual number of dollars 
available. 

Senator Humpurey. All of which is to indicate the complications 
that you operate under with this formula. 

Mr. Srrone. That is correct. 

Mr. Partrives. That is correct. 

Senator Humpurey. And the difficulty you would have explaining 
for example to a State that comes in and states, “Look, we are entitled 
to at least 10 percent.”” If every State came in and asked for their 
full allotment under their formula, the 50 percent set aside and the 
10 percent maximum of the balance, you would have had to have in 
1954, $732 million? 

Mr. Parrriver. That is correct. 

Senator Humpurey. That, of course, you do not have? 

Mr. Parrriner. That is right. 

Senator Humpurey. I doubt if you are going to get it. We have 
nothing to say over that here, by the way. 

Is there anything else, Mr. Partridge? 

Mr. Parrripes. That completes it. 

Senator Humpnrey. Would you like to inquire into this, Senator 
Seott? 

Senator Scorr. I would rather hear some of the viewpoints of some 
of these other folks who may be here that want to be heard this 
morning: 
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If you change this formula now to where you are going to make it 
possible to do a big job in one State, you can use up most of the funds 
there. I always want to see you, on the telephone program or on 
this program or on anything else, put that man out at the ead of the 
road in as the first man. You have got to service him regardless of 
whether there is a transmission line or anything else involved. Get 
that man electricity—that is the purpose of it. Of course, I know 
that there is such a wey 3 as getting down to the end of the road 
where it is not practical; but if this group up here has ambitions to 
do this other and you have a State setup that wants to do something 
else, they can mighty easily determine within themselves that it 
is not feasible to go down there and give that man service. I never 
want to see that happen. 

I do not know how this formula is going to protect that man. I 
know how it has been operating in my State. I was on the first 
REA authority that we had in North Carolina and advocated the 
State setting it up even before we set up the national program. All 
of the time we found the disposition not to go over the hill and get 
service to this other man, because they wanted to do this bigger 
thing. 

I ad not think in a program that we ought to get to where we cannot 
still look at that man who is down a the end of the hollow, or up on the 
hill somehwere, to get him electricity if he wants it, and not rule him 
out, because we do not have funds enough. We have got to build this 
transmission line—we have to do this other. Therefore, we have to 
conserve our funds and we will get to you some day, if you live long 
enough, they say. 

I never want to see that happen, be it on the telephone proposition 
or anything else. I would like to have that individual serviced: 
I know that we will not do it—I know how human nature works— 
but I want that individual down there and his fmaily to be supreme 
in this program. That is going contrary to a lot of thinking. I know 
that we get ambitious up here, and on the State level, too, and in 
REA co-ops for telephones and electricity until we forget that man 
out there. He is a little fellow who does not know how to plead his 
case. I want that man to have some protection somewhere. 

You can formulate a man out of the picture. I have seen that done— 
like we are being conferred out of some of our programs up here. The 
more conferences the more you get conferred out of. I just do not 
want to see that happen. 

Senator Humpurey. | want to say that those are words of wisdom. 
I think you have expressed the philosophy of those who are deeply 
interested here in the Congress in the objective and the service 
qualities of REA. I think Mr. Nelsen ought to make some rejoinder 
to this, some statement as to what your objective is here, and what 
criteria and standards are you establishing, in case this formula is 
removed, to take care of the very type of situation that Senator Scott 
brings to your attention. 

Mr. Neusen. I believe that the removal of the formula would 
improve the possibilities of doing exactly what the Senator indicates 
he wants to do, and what I think we should do. 

We want to be able to meet all of the legitimate loan needs of the 
REA borrowers, whatever and wherever these may be. The State 
allotment formula makes it difficult to accomplish this without 
unnecessary red tape and procedural involvement. 
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A good example of the things we are faced with is this: In the States 
that are heavily electrified there may be 99 percent completed. The 
future needs in that State, in spite of the fact that it is nearly com- 
pleted, as far as reaching the customers are concerned, their future 
needs are going to be greater than in some of the States with less 
extensive economic resources. So that the tendency would be, if 
you are restricted, to go after the payload and forget the little fellow 
at the end of the road. If we have a little bit more latitude we can 
reach out and reach those unserviced people. 

I think it has been the philosophy of REA always to serve all of 
the farm people. That is the purpose of the program. It has also 
been one that we have encour ved to the borrowers to go out and 
reach the unserved and to dig down in their pockets, and to take a 
little of their cream to help the fellow who is out there in the short 
grass, if we want to put it that way. 

Our policy on generation and transmission loans is that we will 
make loans for those purposes where a supply of power is lacking or 
inadequate. These loans must be the means of lower cost power to 
the farmer and they must, of course, be economically sound. This 
is the historic REA policy on generation and transmission, and we 
think it is sound. We believe our first concern must be getting elec- 
tric service to the farmer and seeing to it that the service he gets is 
dependable and reasonable in cost. We are giving careful attention 
in seeking the best solution to problems such as disturb Senator Scott. 
In each case where generation and transmission is involved we try 
to guard against additional borrowers getting into the same position 
some malted themselves in, with excessive capital or operating costs 
which leave them no margins to use in reaching into their thinner 
areas. We think we should use loan funds always with the objective 
of making electricity available to the maximum number of farms and 
at the lowest feasible cost to the farmer. 

I think the Senator’s point is well taken and certainly we endorse it. 

Senator Scorr, I would like to make this observation for the REA 
group in general. I had occasion last year to put electricity into two 
families, also in the poultry house, and so forth. It was in REA 
territory, but it was also right in what we call a “no-man’s land” 
that belonged to a private utility. 

They said: 

Weil, now, our post to this particular farm would cost us a little bit more than 
it would cost our so-called competitor. We are going to come in there, if you say 
so, but we think that the private utility can best serve this particular farm and 
the farms that are adjacent to it, that will definitely be in the territory of the 
private utility. 

I just put the proposition up to the private utility. And they said 
that they would serve it. So that settled it. It shows that they were 
on the alert to give that program to this particular farm, even though 
it might cost them more to do it. I would like to see that attitude. 

In other words, they have determined to see that this farm had 
service which it never had had before. They did a good job there. 
The private utility is serving them, the same one that serves the home 
where I live. 

Of course, I think perhaps because I had been a little free to express 
my opinions about how they had and had not worked in the past that 
had a little something to do with the service that I got. 
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Senator Humpurey. I imagine that might be the case. 

Senator Scorr. I think it did, because I was on the first REA 
Board. I made the first talk that was ever made publicly in North 
Carolina on the need for REA programs. That was in 1931. And 
that is an interesting story. 

We are very much concerned about this whole program. In other 
words, if the private companies will not do it, the EA will do it. 
That is, if they do not get their formula so that they are getting high 
and mighty, too, and forget that little fellow. If so, then what will 
he do? 

I just do not want you to formulate us out of the picture down 
there on the farm level, be it ever so humble a farm outfit. I will 
not go into my theories on that, except to say that this water that 
generates electricity belongs to all of us. 

Senator HumpHrey. Had you completed your statement? 

Mr. Parrrince. Yes. 

Senator Humpnurey. All of you gentlemen? 

Mr. Netsen. Yes. 

Senator Humpurey. Thank you very much, gentlemen. 

Mr. Nevsen. Yes. 

Senator Humpurey. I would like now to call Mr. Ellis before us, 
to give us the benefit of his views of the amendment to the Rural 
Electrification Act. 

We are very happy to have you before the subcommittee. We 
look forward to your views on 8. 153. 

Would you identify your associates with you, too, for the record? 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exuuis. Mr. Chairman, sitting here with me is Richard Dell, 
who has been with our organization about a week, but who was for 
some 18 years with REA, serving in various capacities, including that 
of Chief of the Applications and Loans Division. 

Senator Humpurey. I am familiar with Mr. Dell. I should say 
that we know of his good work. 

Mr. Deut. Thank you, sir. 

Mr. Euuts. The National Rural Electric Cooperative Association 
is the service organization of the systems. About 92 percent of the 
more than 900 nonprofit rural electric systems are voluntarily dues- 
paying members of this organization. 

We are presenting this statement in support of the formula change. 
For the record—and this is not a part of my prepared statement—I 
would like to offer you a copy of a resolution which was adopted 
unanimously at our recent national meeting in Atlantic City, and a 
copy of a resolution which was passed year eabi last at our national 
meeting in San Francisco, and copies of resolutions which were passed 
at all 10 of our 10 regional meetings, all in support of the elimination 
of the formula in the REA Act. 

Senator Humpurey. I shall ask that they be embodied and incor- 
porated in the record at this point. 

(The resolutions are as follows: ) 
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RESOLUTIONS PassED aT NATIONAL RuRAL ELEctTRIC CooPBRATIVE ASSOCIATION 
REGIONAL MBETINGS IN 1952 REGARDING THE LOAN FuNpd DIstTRIBUTION 
ForRMULA IN THE REA Act 


Region I, Bedford, Pa., September 22 and 23, 1952: 


Whereas the loan fund distribution formula in the original REA Act is no 
longer needed to secure equitable distribution of funds, but on the contrary either 
requires appropriation of more loan funds than are needed, or hampers develop- 
ment of the program by making certain types of loans impossible: Now, therefore, 
be it 

Resolved, That the Congress should alter or abolish the formula to the end that 
loan fund regulations may be more flexible and thereby better meet the needs 
of the cooperatives. 


Region II, Miami Beach, Fla., October 27 and 28, 1952: 


Be it resolved, That the Congress repeal the formula for the allocation of funds 
as set forth in the original Rural Electrification Act in order that the funds may 
be utilized to meet the need where and as the same exists at the present time. 
Region III, Lexington, Ky., October 20 and 21, 1952: 

Whereas the REA program has outgrown the formula now used in the alloca- 
tion of appropriations among the various States and such formula brings about 
various hardships to States desiring to institute worthy projects; and 

Whereas REA will soon exhaust its rural telephone loan funds and will be 
unable to carry on the rural telephone program through the remaining part of 
the fiscal year without additional appropriations; and 

Whereas the action of Congress in cutting REA administrative funds is tending 
to hamper the progress of certain REA projects, especially the rural telephone 
program: Now, therefore, be it 

Resolved, That the delegates to this region III convention convened in Lexing- 
ton, Ky., October 20 and 21, 1952, do hereby urge the Members of Congress to 
do the following: 

(a) Adopt a new, appropriate, and workable electric loan fund formula for the 
allocation of funds among the States; 

(b) Make an immediate supplemental telephone loan appropriation of $60 mil- 
lion ;,and 

(c) Make available to REA funds adequate for its administrative uses. 

Region IV, French Lick, Ind., September 25—27, 1952: 

Whereas Congress has undertaken to develop a vast national program of making 
self-liquidating loans to the rural electric systems of the country and to rural 
telephone systems; 

And whereas the job is by no means completed electrically and only begun in 
the area of rural telephones; 

Now, therefore, be it resolved that we urge Congress to: 

First—Abolish the old and outgrown electric-loan formula which now hampers 
REA in its job and serves to prevent the completion of the job Congress undertook 
to do for the rural people of this Nation. 

Second—To ask Congress to make an immediate supplemental authorization 
of $60 million for telephone loans. 

Third—To make available adequate REA administrative funds to properly 
carry out the handling of both electric and telephone loans. 

Region V, Madison, Wis., September 11-12, 1952 

Whereas the Congress of the United States must authorize loans funds and 
appropriate administrative funds for the administration of the rural electrification 
program; 

Now, therefore, be it resolved that Congress be requested to appropriate addi- 
tional funds to the Administrator of the Rural Electrification Administration for 
the purpose of administering the Rural Electrification Act, because of the adding 
of the telephone loan program to the electrification loan program; and 

Be it resolved that Congress be requested to abolish the formula in the REA 
Act for allocation of loan funds among the States because the formula is no longer 
applicable to the problems of the program; and 

Be it resolved that Congress be requested to authorize an additional $60 million 
in loan funds for telephone loans for the current fiseal year, and adequate funds 
for the coming fiscal year, in order that adequate telephone service may be made 
available to the rural areas of the United States. 
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Region VI, Fargo, N. Dak., October 9-10, 1952: 


We urge Congress to abolish the old and outgrown electric loan formula which 
now hampers the REA program. 


Region VII, Lincoln, Nebr., September 15-16, 1952: 


Whereas the Congress of the United States must authorize loan funds and 
appropriate administrative funds for the administration of the rural electrification 
program; 

Wow therefore be it resolved that Congress be requested to appropriate addi- 
tional funds to the Administrator of the Rural Electrification Administration for 
the purpose of administering the Rural Electrification Act, these additional funds 
being necessary because of the increased activity of the telephone loan program ; 

And be it resolved that Congress be requested to abolish the formula in the 
REA Act, because the formula is no longer applicable to the problems of the 
program ; and 

Be it further resolved that Congress be requested to authorize additional loan 
funds for telephone loans for the current fiscal year, and adequate funds for the 
coming fiscal year, in order that adequate telephone service may be made available 
to the rural areas of the United States. 


Region VIII, Little Rock, Ark., October 31-November 1, 1952: 


Whereas the loan fund formula in the basic REA Act in conjunction with 
smaller appropriations is precluding the making of meritorious loans, 

Now therefore be it resolved that the Congress study this problem and provide 
some solution, possibly considering a special contingency fund to which the formula 
does not apply to take care of acceptable loans which cannot otherwise be made, 


Region IX, Salt Lake City, Utah, October 6-7, 1952 


Be it resolved that we urge Congress to: 

(1) Abolish the old and outgrown electric loan formula which now hampers 
the REA program; 

(2) Make an immediate supplemental telephone loan appropriation of $60 
million; and 

(3) Make available adequate administrative funds for REA. 


Region X, Phoenix, Ariz., October 2-8, 1952 


Whereas the existing loan formula allocating appropriations of Congress for 
loans to rural electric cooperatives has become outmoded and obsolete and in 
fact works hardships on the allocation of funds to certain areas and States 
where such funds are critically needed to fulfill the rural electrification program: 
Now therefore be it 

Resolved, That the NRECA be requested to explore the possibilities of a 
more equitable method of distribution of congressional appropriations and 
make such recommendations to Congress to abolish or amend the formula as 
are necessary to resolve these inequities. 


NRECA Annuat Meegtine 1955, Ariantic Crry, N. J. 


Whereas, the Rural Electrification Act of 1936 provides restrictions on the 
making of loans under allocation formulas which have outlived their usefulness and 
now create serious obstacles to the proper functioning of the rural electrification 
program 

Now, imeretobe: be it resolved, that we urge the Congress to amend the Rural 
Electrification Act by deleting therefrom all provisions containing or referring to 
formula restrictions on the making of loans by REA. 


Reso.utTion Passep at NatTronaL Rurat Evecrric Cooperative ASsociaTION 
AnnvuAL Meetina, San Francisco, Caurr., JANUARY 26-29, 1953 


ALLOCATION FORMULA 


Whereas the formula in the existing act governi wee allocation of REA loan 
funds has ceased to serve either an essential or use rpose but has become, 
instead, an impediment to the simple and eeu ean thiefration of this 
program ; 
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Now, therefore, be it resolved that we urge the Congress to delete the allocation 
formula from the act and stipulate that the allocation of loan funds be left to the 
discretion of the administrator of REA. 

Mr. Euuts. I should like to attempt to brief for you the reasons 
why we think the formula ought to be eliminated from the law. We 
certainly agree with the REA Administrator that it was good in the 
beginning, served its purpose, but that now, since it does not fit the 
facts, it is outmoded, useless, and an obstruction and forces all of us to 
do things which we do not like to do in order to circumvent the 
formula. 

1. The fact is that the number of unelectrified farms in any State or 
in all of the States is no longer indicative of the need for loan fynds 
in a particular State or in all of the States. Actually the greatest 
need may exist in States where there are practically no unelectrified 
farms as we have to heavy up our sytems each year, and as we need 
in — States generating capacity added or transmission capacity 
added. 

As you know, the farm uses of electricity are doubling about every 
4 to 5 years. That means we will have to continue to build larger 
lines, larger transformers, larger generating equipment where we 
need it. 

2. Our largest single need for loan funds with regard to given 
States where we need generating capacity is for generation and trans- 
mission. Therefore, the need for loan funds tends to peak in those 
particular States in a given year. 

The situation is changing constantly. For instance, as relatively 
less loan funds are needed for the overall rural electrification program, 
new funds from the Congress each year, at the same time our needs 
for generating capacity where we need it at all are growing, so that 
when we need a new generating plant our use has become so large 
that the plant must be so large that it takes a huge chunk out of the 
total congressional loan authorization for a particular year. 

3. Because of the formula in the law both REA and the rural 
electric systems are required to come before the Congress every year 
and ask for more funds than we actually need, those extra funds, the 
excess funds, being required only to get around the formula. 

4. A check of the loan funds over the years indicates that the need 
for funds tends to run in cycles among the States. For instance, we 
have set out a little table in our statement which applies only to 
Nebraska which shows fluctuations in loans approved for Nebraska, 
with the extreme of $16 million in 1950 on the one side, and $1 million 
in 1955, on the other side. But in between are such figures as $2 
million for 1952 and $11 million for 1953, indicating again that the 
need does not follow the ratio of unelectrified farms in a given State. 

5. The REA Administrator is required to allocate funds under the 
formula each year to States where loans have never been made and 
probably will never be made, particularly Massachusetts, Connecticut, 
and Rhode Island. Yet he has to set aside funds under the formula 
for those States. 

6. In the Southern States where farm use of electricity has d 
behind the national ave there may be actually greater need for 
eliminating this formula than in the other States, because it would 
appear that as the southern iculture becomes diversified, as 
dairying increases, for example, there will be greater need for funds 
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in those States, possibly greater than in other States. And in view 
of some of the questions which you asked earlier of Mr. Nelsen and 
other witnesses of REA, I might point out still a seventh reason 
which is not contained within our prepared statement. 

7. The commercial power companies have waged quite a campaign 
over the past 3 or 4 years to convince the people that America’s 
farms are now electrified. Their obvious purpose is to convince the 
people that the REA program is no longer needed, or that certain 
phases are no longer needed, just because most of the farmers have 
electricity. 

About 3 years ago the commercial power companies put on a big 
show to emphasize the fact that rural America is now electrified. 
Their original plans called for installing a barn on Manhattan Island 
and staging a big celebration there to show the American people that 
the job of rural electrification is completed. 

It is not complete. It will not be in our lifetime, in my opinion, 
any more than the job of electrifying the nonrural areas of America 
is completed. As long as the country grows, and as long as electricity 
is used in greater abundance the job will not be completed. 

To conclude this thought, the greater the difficulty in obtaining 
adequate loan funds for the REA program, the greater the need for 
eliminating the formula so that all available loan funds may be used 
as needed. 

THE UNELECTRIFIED FARMS SURVEY 


We do not want the unelectrified farm survey by REA eliminated. 
We want the pending bills, or any new bills that might be submitted, 
to provide that the survey will continue. You heard Mr. Partridge 
say this morning that the cost of just conducting this survey is only 
around $3,000 a vear. Well, how is the Congress going to know—how 
are we going to know—how are the American people to know what 
the number of unelectrified farms in the country is or the approximate 
number, unless this survey is continued, 

We admit that REA cannot come up with an exact figure as the 
number of unelectrified farms each year but their estimate would be 
far better than our guess, and far better than any the Congress could 
possibly make. 

It was pointed out here this morning by REA officials that REA’s 
estimates in the past have been in error. We agree with that, but we 
think that their estimates ought to get better with experience. And since 
it requires very little effort and very little cost to conduct the survey 
the way they do it by simply calling upon all known sources to esti- 
mate for them what the number of unelectrified farms is in their 
areas are, and by projecting the census figures, and by endeavoring 
to make the two conform—that may not be a proper statement of it, 
but it runs something like that—I just do not see why it should not 
be continued. The pending bill would eliminate the survey. 

Senator Humpurey. The point that came to my mind when I 
listened to the apparent discrepancies as related to the number of 
estimated electrified farms and the estimated unelectrified farms, 
and then the census report as to the total number of farms, is the very 
obvious fact that the statistical evidence about American agriculture 
is behind the times. I have been raising a point about this and have 
a resolution in the Congress relating to it. 'The Council.of Economic 
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Advisers, for example, under the Employment Act of 1946 is required 
to keep abreast of certain economic factors in the American economy. 
Strange to say, the agricultural part of that is very limited. 

The directive under that act as it relates to agriculture is really in 
generalities. And yet when it comes to manufacturing and services 
and industry it is very specific. 

I think that all of the testimony revealed to me this morning the 
glaring need for more up-to-date, year-by-year statistical evidence, 
not only on the number of farms but the trend in American agricul- 
ture, consolidation of land units, agricultural income, because of the 
variety and the pattern of agriculture changing all of the time. 

We do not have the actual up-to-date statistical evidence that we 
need from an official point of view. We have it from trade associa- 
tions. I mean, insofar as Government figures are concerned as to 
what is happening in the diversification field. Rather than to elimi- 
nate, it seems to me a survey which gives you a pretty good image of 
what you are dealing with, we ought to reglaze the mirror. It re- 
minds me of an old mirror my mother had hanging upstairs. All of 
that silver on the back had started to chip off. What you saw was 
somewhat distorted when you looked into it Maybe it was not too 
good anyway, but it looked worse after you looked in the mirror. 

I think that is what you are seeing here in agricultural statisties, 
that you just do not have all of the up-to-date statistical evidence 
that you need. 1 think that point needs to be looked mto very 
carefully. 

I hope that before we get through this year in the Congress that we 
will be doing something about giving to this committee and to the 
agencies and the units, such as your own or the associations, better 
statistical evidence as to what is going on in agriculture. 

We legislate on price supports. We legislate on farm credits. We 
legislate on farm research, agricultural research and extension work— 
every conceivable aspect of agricultural life. We are doing it with 
far too little statistical material at our hand and our measuring tools 
for the economic development in agriculture are outmoded and some- 
what inadequate. 

I thought I would like to present my view on this for the record, 
because f think that this relates to your problem. You feel that ex- 
perience will improve this. I do, too; it should. I mean, experience 
in estimating. But again, I feel that the Department and the Govern- 
ment itself has an oligation to have more precise statistical evidence 
and not to rely on census reports 5 years old. We do not have that 
in the Department of Commerce. We have business censuses that are 
taken periodically on industries and manufacturing. 

Mr. Exuis. Thank you, Senator. Even at best, the census figures 
are not too good because they are always late. By the time we get 
them they are out of date. We all know that the census figures are 
not complete, either. The census never reaches clear back into the 
sticks and gets all of the facts. 

Another thing that is important in this picture is that the census 
count of unelectrified farms would still not tell the whole rural area 
story, because the rural electric systems must serve whoever is in the 
area, not just the farmer. The word ‘‘farmer’’ is not mentioned in the 
REA act, I believe. It provides for service in the rural areas—all 
service. 
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I am not suggesting that the REA survey would cure all of these 
defects. I think we must have all of the information that we can 
have. 

There is one other point that I would like to mention. Our people 
are practically unanimous, we believe, in support of the elimination of 
the formula in the law. There are a few of our people, however, 
particularly in Mississippi, who have apprehensions about its elimi- 
nation, who feel that maybe their position would not be protected as 
well. I think it is fair to mention that here. 

Senator Humpurey. That is what Senator Scott, I think, was re- 
ferring to earlier, was it not? 

Mr. Euuis. I think so. It was the same thought. I think if the 
formula is to be eliminated, that is all the more reason why the un- 
electrified farm survey should stay in, because then they would always 
know the facts and would be able to present their case of need for 
funds better if they had the figures on the unelectrified farms than if 
they did not have them, 

Mr. Chairman, that is it. 

Senator Humpprey. You make a recommendation here, do you 
not, that the survey can be retained by keeping in the act the mean- 
ing of the last sentence which reads: 


The Administrator shall, within 90 days after the beginning of each fiscal 
year— 
in other words, you are asking that that be maintained in our amend- 
ment? 

Mr. Exuts. Yes. We would leave the language just as it is, except 
for three words toward the end. You see toward the end it says: 


determine for each State and for the United States the number of farms not then 
receiving such service. 

Of course “‘such’’ refers back to the formula. It is necessary we 
think to eliminate the word “such” and simply insert in lieu thereof 
the words “central station electric” which is parallel with language 
used earlier in the act. 

Senator Humpurey. If we were to amend a bill such as S. 153 that 
would have to be a further proviso in the bill, would it not? 

Mr. Euuis. Yes. You could reinsert this sentence as suggested 
here, or something similar, or you can provide that the last sentence 
of subsection (c) of section 3 be eliminated except for the last sentence 
thereof, and that the last sentence be amended by striking the word 
“such” and inserting the words “central station electric.” 

Senator Humpurey. I understand. Are there any questions, Sen- 
ator Scott? 

Senator Scorr. No. 

Senator Humpnrey. Mr. Dell, do you have anything to add? 

Mr. Det. I do not believe I do. 

Senator Humpsrey. You make your position very clear. We are 
very grateful to you. We will make your prepared statement a part 
of the record at this point. 
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SraTEMENT Fitep By CiypE T. Exits, Genera MaNacer, NATIONAL RURAL 
EvLectric CooPpERATIVE ASSOCIATION 


Mr. Chairman, my name is Clyde T. Ellis. I am general manager of the 
National Rural Electric Cooperative Association, the national service organiza- 
tion of the rural electric systems of the United States, including Alaska. About 
92 percent of the more than 900 nonprofit rural electric systems are voluntary dues 
paying members of this organization. 

We are ee statement in support of proposed legislation to eliminate 
the formula that REA is required to follow in making electric loans. Under the 
formula, REA must set aside one-half of the funds available for use in each of the 
States in proportion to the unelectrified farms in each State as a percentage of 
the total in the Nation. Under the second part of the formula, the Administrator 
may make loans from the other half of available funds at his discretion, except 
that not more than 10 percent can be loaned in any one State during the fiscal 
year. The formula worked well throughout the early years, but in our opinion, 
its usefulness has ended. As a matter of fact, as States become more nearly 100 
percent electrified, the formula imposes a roadblock to the lending of funds which 
are particularly needed for system improvements, generation and transmission 
co-ops (G. & T.’s), and other purposes, to keep the electric service at a high 
standard. 

The rural electric systems have gone on record requesting the change that we 
are supporting here today. All NRECA regional meetings are on record in favor 
of the elimination of the formula. Such resolutions were adopted in the fall of 
1952 and at the NRECA annual meetings in 1953 in San Francisco and in 1955 
in Alantie City. 

There are a great many reasons why the formula should be removed from the 
act. I would like to enumerate a few of them. 

(1) The numer of unelectrified farms in a State is no longer indicative of the 
need for loan funds because, in many cases, the greatest need exists for funds to 
heavy up existing lines and for other system improvements. Also, the need is 
great for generation and transmission capacity in many power-short States. 
These needs generally occur in States which have a high percentage of electrified 
farms. 

(2) The largest single need for loan funds is for generation and transmission 
systems. The REA G.-T. systems have an average investment of about $10 
million each. When the need for additional generating and transmission facilities 
occurs, there may not be sufficient funds available under the State allot- 
ment formula to make these loans and meet other needs for funds within the State. 
Also, as loads grow, there is a continuing need for amounts of additional power 
which may exhaust the funds available under the State allotment formula in a 
particular year. 

(3) Because of the State allotment formula, it has sometimes been necessary 
for REA to request more funds than are actually needed, which results in heavy 
carryovers into the next fiscal year. 

(4) The loan needs of the rural electric systems in some States run in 3- to 4-year 
cycles, so that in 1 year, the loan needs may be very low while in the succeeding 
year, they may be very high. In one of these high years, a State may require 
more funds than dau be made available under the restricted formulae in the 
Rural Electrification Act. The following table, using Nebraska as an example, 
will illustrate the point: 


Loans Loan funds 
approved advanced 
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The figures in the above table sre official REA figures. 

The State allotment formula does not permit the REA Administrator the flex- 
ibility needed in meeting these cycles. 

(5) Under the State allotment formula, REA must allocate funds to States 
where no loans have ever been made and it is not contemplated that they will be 
made. Such States are Massachusetts, Connecticut, and Rhode Island. 

(6) In many of the Southern States, the cooperatives have high density and, 
on the whole, lower rates than other areas of the country, while the kilowatt-hour 
usage at the present time is lower than other areas. As the type of agriculture 
changes, as it is doing in Georgia, the usage should increase, and also the need for 
system-improvement funds will increase. As a result of the need for system- 
improvement funds, some Southern States could exceed the amount of money 
available to them under the State allotment formula. 

At the present time, there are at least two States where funds are needed in such 
amounts that the loans cannot be made this year under the formula. These 
States are Colorado where $31.75 million is needed this year for all purposes. 
The maximum amount available for Colorado is $14.2 million. The other is 
Illinois where $29 million ! is needed while only $15.2 million can be loaned under 
the allotment formula. 

There are a number of other States where, in the near future, the loan needs are 
likely to exceed the funds available under the formula. For example, every time 
the Dairyland Power Cooperative needs an additional 50,000-kilowatt unit, it re- 
quires a loan of approximately $10 million. At the same time the money is loaned 
for this additional generating capacity, it is also necessary for the distribution 
members of Dairyland to heavy up their systems in order to take the additional 
power. It is very likely that new needs by Dairyland will result in Wisconsin’s 
request for funds exceeding the amount available. Once Bureau of Reclamation 
power has been allocated in the Dakotas and there is need for additional generating 
capacity, it is likely that the need for new funds in these two States will exceed 
the amount available under the formula. In Missouri, the need for loan funds 
may increase considerably if the G. and T.’s are unable to integrate their systems 
with the power companies. Loan needs are already very high in this State. 

New Mexico is in a power-shortage area, and as additional generating and trans- 
mission capacity is added, this could result in a situation where the demands will 
exceed the amount of funds available. 

There are other examples which could be cited here. Generally speaking, the 
most troublesome spots will be those States where REA loans have been approved 
in excess of $100 million. There are nine States in this category. They are lowa, 
Kentucky, Minnesota, Missouri, Nebraska, North Dakota, Oklahoma, Texas, and 
Wisconsin. 

Mr. Chairman, while we support this proposed legislation wholeheartedly to 
remove the formula restrictions from the Rural Electrification Act, we would 
like to see the pending bills amended, or any new bills so written as to retain the 
survey of unelectrified farms which the Administrator is required to have made at 
the beginning of each fiscal year. We believe that this is important and useful 
information and cannot be reliably obtained from any other source. Census 
figures are not available soon enough to be of much help. We do not believe that 
it is safe to rely on inadequate private sources for this kind of information. The 
survey gives an accurate and quick picture of the current situation as far as 
electrified farms are concerned in each State. We believe that it will serve as a 
ready reference to Members of Congress in following the progress being made in 
electrifying rural areas. It will also furnish the REA systems with a picture of 
the situation and show where extra effort is needed to complete the job. Our 
members want the formula eliminated, but they also want the survey continued. 

The survey can be retained by keeping in the act the meaning of the last sen- 
tence of section 3, subsection (c) which reads: ‘“The Administrator shall, within 
ninety days after the beginning of each fiscal year, determine for each State and 
for the United States the number of farms not then receiving such service.”” For 
clarification, the sentence should read: ‘““The Administrator shall, within ninety 
days after the beginning of each fiscal year, determine for each State and for the 
United States the number of farms not then receiving central station electric 
service,”’ 

In conclusion, we wish to thank you, Mr. Chairman, and your committee for 
giving us this opportunity to be heard on this subject. 


! It is our understanding that a generating and transmission application in an amount between $20 million 
and $25 million is in the final stages of preparation and will be submitted in the very near future. 
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Mr. Exuuts. Thank you. 

Senator Humpurey. The next witness is Mr. John C, Lynn. 

Mr. Lynn is the legislative director of the American Farm Bureau 
Federation. 


STATEMENT OF JOHN C, LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Mr. Chairman and gentlemen, in order to save time, 
I would like to file our statement for the record, 

Senator Humpurey. That will be done here. It will be incorpo- 
rated in the record at this point. 


STATEMENT FILED By JOHN C. Lynn, LEGISLATIVE DirecToR, AMERICAN FARM 
BureAU FEDERATION 


At the most recent annual meeting of the American Farm Bureau Federation 
the voting delegates of the member State farm bureaus recommended that the 
formula for allocating REA funds be modernized. 

The formula in the present law served a desirable purpose at the time the REA 
Act was approved. Since a very large percentage of the farms of the United States 
were not electrified there was need for the use of a formula to insure that all areas 
of the United States were given comparable consideration. 

At the present time, however, about 93 percent of the farms in the United States 
have electric service. Since the primary need is no longer for developing new dis- 
tribution systems in areas not served, but rather to “heavy up” existing systemis, 
the old method of allocating funds on the basis of the number of farms not pro- 
vided with electric service is no longer a correct measure of need. 

In order to provide funds to meet loan requirements in all areas the Congress 
has found it desirable to appropriate relatively large amounts for contingency 
funds, The only purpose of these funds was to get around the obsolete formula 
of the basic legislation. The appropriation of money for these contingency funds 
distorted the budgetary situation and created quite erroneous impressions as to 
the actual amount of money provided for REA loans. The elimination of the old 
formula would contribute to realistic budgetary practice. 

We understand that, as a matter of fact it has been the practice of the REA 
administrators, and we are sure this has been in accordance with the intent 
of the Congress, that by one means or another all economic and feasible appli- 
cations for loans by rural electrification cooperatives would be approved. This 
being the case it appears clear that no real purpose is accomplished by the retention 
of the present formula. 

For these reasons we respectfully recommend the enactment of 8, 153. 

The present language of S. 153 involves one perhaps unintended change, in 
that it would strike from section 3 (c) of the act the provision that the Adminis- 
trator shall make an annual survey of the number of farms in each State not 
receiving electric service. We would recommend that this provision be retained. 
It would seem to us that it is desirable for the Congress and the public to have 
current data with respect to the extent to which electrification has been accom- 
plished in each State, as the basis for intelligent understanding of the situation. 
Since the Census Bureau makes estimates of the number of farms electrified at 
5-year intervals, it would appear to be a simple and inexpensive statistical opera- 
tion to project these figures each year. 

The opportunity of presenting the viewpoints of the American Farm Bureau 
Federation on this matter is appreciated, 


Mr. Lynn. I have just one comment. We are for the bill, S. 153, 
but we would like to see the annual survey continued. We believe 
it serves a worthwhile purpose. The cost is very little. We hope 
that the bill will be amended to retain the annual survey. 

Senator Humpurey. May I ask, did the language which was sug- 
gested here seem to meet with your specification, your idea what 
should be retained? 

Mr, Lynn. Yes, sir; that is rights 
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Senator Humpurey. Very fine. 

We will record for the record your support of S. 153, as amended, 
or as you suggest the amendment. 

Senator Scott, do you have any questions? 

Senator Scorr. No questions. 

Senator Humpnrey. If I am not mistaken, this represents what we 
have in the way of witnesses to testify; is that correct? We will 
keep the record open for a day or two, or for a period of time—I will 
set no time limit particularly—for statements that may want to 
come in from any group or any supplementation thereof. 

At this point we will place in the record a letter from Jerry Voorhis, 
executive director of the Cooperative League of the United States. 


SraTeEMENT FILED BY WaLuacE J. CAMPBELL, DirEcTOR, WAsHINGTON OFrice, 
CooPERATIVE LEAGUE OF THE U.S. A. 


The cooperative league, because of its long and sustained interest in the rural 
electrification program and because the great majority of its 2 million member 
families are farmers, is happy to have the opportunity to present its views on the 
proposal to eliminate the formulas in the Rural Electrification Act. 

Wne the original legislation was written creating the Rural Electrification 
Administration, the formulas to assure an equitable distribution of funds were 
valid. The rural electrification program has evolved greatly since that time. 
Today the formulas have lost their original values and actually constitute a barrier 
to more adequate development of the program. 

In many States the formula makes it impossible to finance generation and trans- 
mission development when there is also a continued need in that State or area for 
further development or “heavying up” of the distribution systems. Today it 
would require a very substantial supplemental appropriation to carry forward this 
generation and transmission program if the formula is kept on the books. 

The Rural Electrification Administration, as the law is now written, must set 
as‘de funds for States which have practically no programs, such as Rhode Island, 
Connecticut, and Massachusetts. 

The needs in any given State may well follow cycles rather than coming in a 
constant pattern. The reasons for this should be obvious and have long been 
apparent to both the Rural Electrification Administration and to the electric 
cooperatives themselves. 

here was a legitimate fear in the early stages of the REA program that some 
States would not secure their adequate or reasonable proportion of the available 
funds. It is our sincere belief that removal of the formulas would not constitute 
a hardship in any given State, since there should be adequate funds to meet legiti- 
mate needs in all areas. 

While the cooperative league is wholeheartedly in favor of eliminating the 
formulas, we believe that the Rural Electrification Administration should con- 
tinue its unelectrified farm survey. This information is essential at all points in 
the operation of the program and is not contingent solely on continuation of the 
formulas. Today the only other source of information about unelectrified farms 
is in the census. Such information is usually a year or 2 years out of date before 
it is finally compiled. Effective and intelligent administration of the program 
calls for up-to-date continuing sources of information which should not be de- 
pendent upon outside sources which are so late as to destroy their usefulness. 


Senator Humpusrey. That will be all on this, then. 
(Whereupon, at 12 o’clock noon, the subcommittee adjourned.) 


SraTEMENT Fitep By Tue Nationa GRANGE 


The National Grange supports 8S, 153. 

The progressive electrification of 92.3. percent of the Nation’s farms, plus the 
fact that many of the local R. E. M. C. coo tives are being forced to rebuild 
inadequate structures (designed without full knowledge or account of present-day 
needs of increasingly modern farms, in terms of system), make it clear that the 
need for REA loan funds can no longer be measured acturately on the basis of 
unelectrified farms in any given State or area, ' ' . ee 

We believe that 8. 153 will make possible the appropriate and highly desirable 
administrative flexibility needed at this stage of our rural electrificatiou program. 


x 














